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SECTION 8. In a city having a city planning commission and covered by Section 3A,
Chapter 231, Acts of the 40th Legislature, Regular Session, 1927 (Article 974a, Vernon's
Texas Civil Statutes), the authority that appoints members to the commission shall make
appointments, as commission members' terms expire or as membership positions are
vacated, to achieve as soon as possible the membership scheme established by Section 3A,
as amended by this Act.

SECTION 9. Title 28, Revised Statutes, is amended by adding Article 974a.4 to read as
follows:

Art. 974a.4. SUBDIVISION REGULATION IN COUNTIES THAT BORDER THE
RIO GRANDE RIVER.

Sec. 1. For a ciiy that has a population of 5,000 or more, according to the most
recent federal census, and that lies within a county that borders on the Rio Grande
River, the provisions of Chapter 281, Acts of the 40th Legislature, Regular Session,
1927 (Article 974a, Vernon's Texas Civil Statutes), that relate to the area within five
miles of the city do actually apply to that area within five miles of the city. This is
the case regardless of the fact that those provisions, as they apply to other cities, are
superseded by other law and are construed as applying to the extraterritorial
jurisdiction of the city, as determined under the Municipal Annexation Act (Article
970a, Vernon's Texas Civil Statutes), rather than to the area within five miles of the
city.

SECTION 10. This Act takes effect September 1, 1987.
SECTION 11. The importance of this legislation and the crowded condition of the

calendars in both houses create an emergency and an imperative public necessity that the
constitutional rule requiring bills to be read on three several days in each house be
suspended, and this rule is hereby suspended.

Passed the Senate on March 26, 1987, by the following vote: Yeas 30, Nays 0; May 31,
1987, Senate refused to concur in House amendments and requested appointment of
Conference Committee; June 1, 1987, Senate adopted Conference Committee Re-
port by a viva-voce vote. Passed the House, with amendments, on May 29, 1987, by
a non-record vote; June 1, 1987, House adopted Conference Committee Report by
a non-record vote.

Approved June 19, 1987.
Effective Sept. 1, 1987.

CHAPTER 1103

S.B. No. 585
AN ACT

relating to the water financing programs of the Texas Water Development Board and granting authority
to issue bonds or notes, to use of proceeds, and to authorized investments.

Be it enacted by the Legislature of the State of Texas:
SECTION 1. Chapter 17, Water Code, as amended, is amended to read as follows:

CHAPTER 17. PUBLIC FUNDING

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 17.001. DEFINITIONS. In this chapter:
(1) "Board" means the Texas Water Development Board.
(2) "Commission" means the Texas Water Commission.
(3) "Executive administrator" means the executive administrator of the Texas

Water Development Board.
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(4) "Executive director" means the executive director of the Texas Water Commis-
sion.

(5) "Development fund manager" means the development fund manager of the
Texas Water Development Board.

(6) "Political subdivision" means a state agency, a county, city, or other body politic
or corporate of the state, including any district or authority created under Article III,
Section 52 or Article XVI, Section 59 of the Texas Constitution and including any
interstate compact commission to which the state is a party and any nonprofit water
supply corporation created and operating under Chapter 76, Acts of the 43rd Legisla-
ture, 1st Called Session, 1933 (Article 1434a, Vernon's Texas Civil Statutes).

(7) "Water supply project" ["Projeet"] means:

(A) any engineering undertaking or work to conserve and develop surface or
subsurface water resources of the state, including the control, storage, and preserva-
tion of its storm water and floodwater and the water of its rivers and streams for all
useful and lawful purposes by the acquisition, improvement, extension, or construc-
tion of dams, reservoirs, and other water storage projects, which may include flood
storage, including underground storage projects, filtration and water treatment
plants, including any system necessary to transport water from storage to points of
distribution or from storage to filtration and treatment plants, including facilities for
transporting water therefrom to wholesale purchasers by the acquisition, by pur-
chase of rights in underground water, by the drilling of wells, or for any one or more
of these purposes or methods; or

(B) any engineering undertaking or work outside the state to provide for the
maintenance and enhancement of the quality of water by eliminating saline inflow
through well pumping and deep well injection of brine.

(8) "Construction" means any one or more of the following:

(A) preliminary planning to determine the feasibility of a water supply
project, treatment works, or flood control measures;

(B) engineering, architectural, legal, title, fiscal, or economic investigations or
studies, surveys, designs, plans, working drawings, specifications, procedures, or
other necessary actions;

(C) the expense of any condemnation or other legal proceeding;

(D) erecting, building, acquiring, altering, remodeling, improving, or extend-
ing a water supply project, treatment works, or flood control measures; or

(E) the inspection or supervision of any of the items listed in this s'bdivision.

(9) "Treatment works" means any devices and systems used in the storage,
treatment, recycling, and reclamation of waste to implement thMi chapter or
necessary to recycle or reuse water at the most 6conomical cost over the estimated
life of the works, including:

(A) intercepting sewers, outfall sewers, pumping, power, %nd otkr equvment
and their appurtenances;

(B) extensions, improvements, remodeling, additions, and alteralions of items
listed in Paragraph (A) of this subdivision;

(C) elements essential to provide a reliable recycled supply such as standby
treatment units and clear well facilities;

(D) any works, including sites for works and acquisition of the land that will
be a part of or used in connection with the treatment process or is used for
ultimate disposal of residues resulting from treatment;

(E) any plant, disposal field, lagoon, canal, incinerator, area devoted to
sanitary landfills, or other facilities installed for the purpose of treating, neutral-
izing, or stabilizing waste; or

(F) facilities to provide for the collection, control, and disposal of waste heat
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(10) "Water quality enhancement" means the construction of treatment works
by political subdivisions with loans provided by water quality enhancement funds.

(11) "Water quality enhancement funds" means the proceeds from the sale of
Texas Water Development Bonds issued under the authority of Article III, Section
4"9-d-1, of the Texas Constitution, and proceeds from the sale of bonds dedicated to
water quality enhancement purposes under Article III, Section 49-d-2, of the Texas
Constitution.

(12) "Flood control funds" means the proceeds from the sale of Texas Water
Development Bonds issued under the authority of Article III, Section 49-d-2, of the
Texas Constitution and reserved for flood control purposes.

(13) "Floodplain management plan" means a comprehensive plan for flood
control within a watershed, based on analysis of alternative nonstructural and
structural means of reducing flood hazards, including assessments of costs, benefits,
and environmental effects and may include preliminary design of structuralflood
control projects.

(14) "Nonstructural flood control" includes measures such as:
(A) acquisition of floodplain land for use as public open space;
(B) acquisition and removal of buildings located in a floodplain; or
(C) relocation of residents of buildings removed from a floodplain.

(15) "Structural flood control" includes measures such as construction of storm
water retention basins, enlargement of stream channels, and modification or
reconstruction of bridges.

(16) "Floodplain" means land subject to inundation by the 100-year-frequency
flood.

(17) "Financial assistance" means any loan of funds from the water supply
account, the water quality enhancement account, or the flood control account to a
political subdivision for construction of a water supply project, treatment works, or
flood control measures through the purchase of bonds or other obligations of the
political subdivision ["Weighted average effective interest rat .. e" moa " ns the rate of
intArAst computed by dividing the total alue of all ,coupons attach d to the pertinent

involved, by the total number of years from the date of is.an.e to the date of maturity
of eaah. hand previously issued].

(18) [(9)] "Bonds" means [&l] Texas Water Development Bonds [now or hereafter]
authorized by the Texas Constitution.

(19) [(1)] "Waste" has the same meaning as provided in Section 26.001 of this code.
(20) [(4.)] "Water development bonds" means the Texas Water Development Bonds

authorized by Article III, Sections 49-c and 49-d, of the Texas Constitution and bonds
dedicated to use for the purposes of those sections and for flood control purposes under
Article III, Section 49-d-2, of the Texas Constitution.

(21) [(42)] "Water quality enhancement bonds" means the Texas Water Develop-
ment Bonds authorized by Article III, Section 49-.d-1, of the Texas Constitution and
bonds dedicated to use for the purposes of that section by Article III, Section 49-d-2, of
the Texas Constitution.

(22) [("3)] "Lending rate" means the rate of interest established by the board as
the lending rate [an amount of interest aleulatd by adding one-half perent to the
w-eighted average of the co-st of uncommitted funds secured from the wile of Teas
Water Development Bonds as of the date of the latest sale of Texas; Water DeveloGpmeBod].

. .14) "Net efctive interest rate" means the rate of i t computed by dividing

unde ths capter, aftr deducting all premiums; and adding all discounts involved, by
the WWta number of years from the date of isu-et h oo auity of ea__h
bond icl__ded in the issue.]
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(2S) [(4] "Conservation" means:
(A) the development of water resources; and
(B) those practices, techniques, and technologies that will reduce the consumption

of water, reduce the loss or waste of water, improve the efficiency in the use of
water, or increase the recycling and reuse of water so that a water supply is made
available for future or alternative uses.
(24) [(-)] "Regional facility" means a water supply, wastewater collection and

treatment, flood control, or other system which incorporates multiple service areas or
drainage areas into an areawide service facility thereby reducing the number of
required facilities, or any system which serves an area that is other than a single
county, city, special district, or other political subdivision of the state the specified size
of which is determined by:

(A) population;
(B) number of governmental entities served;
(C) service capacity; or
(D) any combination of the factors listed in Paragraphs (A) through (C) of this

subdivision.
Regional wastewater treatment facilities may also include those identified in the

approved state water quality management plan and the annual updates to that plan.
See. 17.002. OPEN MEETINGS AND OPEN RECORDS LAWS. Nonprofit water

supply corporations which receive any assistance under this chapter are subject to
Chapter 271, Acts of the 60th Legislature, Regular Session, 1967 (Article 6252-17,
Vernon's Texas Civil Statutes), and to Chapter 424, Acts of the 63rd Legislature, Regular
Session, 1973 (Article 6252-17a, Vernon's Texas Civil Statutes).

[Sections 17.003-17.010 reserved for expansion]

SUBCHAPTER B. WATER DEVELOPMENT BONDS

Sec. 17.011. ISSUANCE OF WATER DEVELOPMENT BONDS. (a) The board, by
resolution, from time to time may provide for the issuance of negotiable bonds in an
aggregate amount not to exceed $400 million pursuant to Article III, Section 49-c and
Section 49-d, of the Texas Constitution, and the issuance of additional negotiable bonds in
an aggregate amount not to exceed $200 million pursuant to Article III, Section 49-d-1, of
the Texas Constitution and not to exceed $980 million pursuant to Article III, Section
49-d-2, of the Texas Constitution.

(b) The board, by resolution, from time to time may provide for the issuance of
negotiable bonds in an aggregate amount of not to exceed the total principal amount the
board has obligated the Texas Water Development Fund for the acquisition of storage
facilities by the execution of a contract with the United States or any of its agencies
under Article III, Section 49-d, of the Texas Constitution, and to the extent the bond
proceeds are utilized to reduce the board's obligation under a contract with the United
States or any of its agencies under Article III, Section 49-d, of the Texas Constitution, the
bonds may not be considered in determining the aggregate amount of bonds issued under
Article III, Sections 49-c, 49-d, and 49-d-2, of the Texas Constitution, in addition to the
contract with the United States or any of its agencies.

Sec. 17.012. DESCRIPTION OF BONDS. The bonds shall be on a parity and shall be
called Texas Water Development Bonds. The board may issue them in one or several
installments and shall date the bonds of each issue.

Sec. 17.013. SALE PRICE OF BONDS. The board may [it] sell an installment or
series of bonds at prices determined by the board [for sin amet Ie .--thant-U ie -40
;Zalue wof sill of the bands comprising the i stallment o rui v.th aecruod intarnAt fro
th eir date of is'cuanee].

Sec. 17.014. INTEREST ON BONDS. (a) The bonds of each issue shall bear interest
payable annually or semiannually at the option of the board.
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(b) The board may authorize bonds or notes to bear interest at a rate or rates not
to exceed the maximum net effective interest rate allowed by law.

(c) The interest rates under Subsection (b) of this section may be fixed, variable,
floating, adjustable, or otherwise, as determined in accordance with the resolution
authorizing the issuance of the bonds or notes. The resolution may provide a
formula, index, or contractual arrangement for the periodic determination of interest
rates without the requirement of specific approval of each determination by the board.

(d) The resolution under which the bonds or notes are issued may delegate to one
or more designated officers, employees, or agents of the board the authority to act on
behalf of the board, while the bonds or notes remain outstanding, in fixing dates,
prices, interest rates, interest payment periods, and other procedures specified in the
resolution, so that, among other things, the interest on the bonds or notes may be
adjusted by the officer, employee, or agent to permit the bonds or notes to be sold or
resold in conjunction with secondary market transactions.

See. 17.015. FORM, DENOMINATION, PLACE OF PAYMENT. The board shall:
(1) determine the form of the bonds, including the form of any interest coupons to

be attached;
(2) fix the denomination of the bonds; and
(3) fix the places of payment of the principal and interest.

Sec. 17.016. MATURITY OF BONDS. The bonds of each issue shall mature, serially
or otherwise, not more than 50 years from their date of issuance.

Sec. 17.017. REDEMPTION BEFORE MATURITY. In the resolution providing for
the issuance of bonds, the board may fix the price, terms, and conditions for redemption
of bonds before maturity.

Sec. 17.018. REGISTERED AND BEARER BONDS. The resolution may provide for
registration of the bonds as to ownership, successive conversion and reconversion from
registered to bearer bonds, and successive conversion and reconversion from bearer to
registered bonds.

See. 17.019. NOTICE OF BOND SALE. After the board decides to call for bids for
the sale of bonds, the board shall publish an appropriate notice of the sale at least one
time in one or more recognized financial publications of general circulation published
within the state and one or more recognized financial publications published outside the
state.

Sec. 17.020. COMPETITIVE BIDS. The board shall sell the bonds only after competi-
tive bidding to the highest and best bidder. The board may reject any or all bids.

Sec. 17.021. SECURITY FOR BIDS. The board shall require every bidder, except
administrators of state funds, to include with the bid an exchange or cashier's check for a
sum the board considers adequate as a forfeit guaranteeing acceptance of and payment
for all bonds covered by the bids and accepted by the board.

Sec. 17.022. APPROVAL OF BONDS; REGISTRATION. Before bonds are delivered
to the purchasers, the bonds and the record pertaining to their issuance shall be
submitted to the attorney general for his approval. When the attorney general's approval
is obtained, the bonds shall be registered in the office of the state comptroller.

Sec. 17.023. EXECUTION OF BONDS. The bonds shall be executed on behalf of the
board as general obligations of the state in the following manner: the chairman of the
board and the development fund manager shall sign the bonds; the board shall impress its
seal on the bonds; the governor shall sign the bonds; and the Secretary of State shall
attest the bonds and impress on them the state seal.

Sec. 17.024. FACSIMILE SIGNATURES AND SEALS. The resolution authorizing
the issuance of an installment or series of bonds may prescribe the extent to which the
board in executing the bonds and appurtenant coupons may use facsimile signatures and
facsimile seals instead of manual signatures and manually impressed seals. Interest
coupons may be signed by the facsimile signatures of the chairman of the board and the
development fund manager.
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Sec. 17.025. SIGNATURE OF FORMER OFFICER. If an officer whose manual or
facsimile signature appears on a bond or whose facsimile signature appears on any
coupon ceases to be an officer before the bond is delivered, the signature is valid and
sufficient for all purposes as if he had remained in office until the delivery had been
made.

Sec. 17.026. BONDS INCONTESTABLE. After approval by the attorney general,
registration by the comptroller, and delivery to the purchasers, the bonds are incontesta-
ble and constitute general obligations of the state.

Sec. 17.027. PAYMENT BY TREASURER. The State Treasurer shall pay the princi-
pal of the bonds as they mature and the interest as it becomes payable.

Sec. 17.028. PAYMENT ENFORCEABLE BY MANDAMUS. Payment of the bonds
and performance of official duties prescribed by Article III, Sections 49-c, 49-d, 49-d-1,
and 49-d-2, of the Texas Constitution and by this subchapter may be enforced in any
court of competent jurisdiction by mandamus or other appropriate proceeding.

Sec. 17.029. REFUNDING BONDS. The board may provide by resolution for the
issuance of refunding bonds to refund outstanding bonds issued under this chapter and
their accrued interest. The board may sell the refunding [these] bonds and use the
proceeds to retire the outstanding bonds issued under this chapter, or the board may]
exchange the refunding bonds for the outstanding bonds, or refund the bonds in the
manner provided by any other applicable statute, including Chapter 503, Acts of the
54th Legislature, 1955 (Article 717k, Vernon's Texas Civil Statutes), and Chapter 784,
Acts of the 61st Legislature, Regular Session, 1969 (Article 717k-, Vernon's Texas
Civil Statutes). [The i.suan.. of tho refunding bonds, their maturity, the rights of the

bondhldersandthe ' dutie of th bord with respect to refunding bonds segoernd y..... ... . ........ and ... ..... . .. .. ..

the provisions of this ehapter relating to original bonds to the extent that they may be

See. 17.030. BONDS NEGOTIABLE INSTRUMENTS. The bonds issued under the
provisions of this chapter are negotiable instruments under the laws of this state.

Sec. 17.031. BONDS NOT TAXABLE. Bonds issued under this chapter, the income
from the bonds, and the profit made on their sale are free from taxation within the state.

See. 17.032. AUTHORIZED INVESTMENTS. Bonds issued under this chapter are
legal and authorized investments for:

(1) banks;
(2) savings banks;
(3) trust companies;
(4) building and loan associations;
(5) insurance companies;
(6) fiduciaries;
(7) trustees;

(8) guardians; and
(9) sinking funds of cities, towns, villages, counties, school districts, and other

political subdivisions and public agencies of the state.
See. 17.033. SECURITY FOR DEPOSIT OF FUNDS. Bonds issued under this chap-

ter when accoripanied by all appurtenant unmatured coupons are lawful and sufficient
security for ,eposits of funds of the state or of a city, town, village, county, school
district, or any other agency or political subdivision of the state at the par value of the
bonds.

Sec. 17.034. MUTILATED, LOST, DESTROYED BONDS. The board may provide for
the replacement of any mutilated, lost, or destroyed bond.

Sec. 17.035. SUBCHAPTER CUMULATIVE OF OTiIER LAWS. (a) This subchapter
is cumulative of other laws on the subject, and the botrd may use provisions of other
applicable laws in the issuance of its bonds and other obligations, but this subchapter
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is wholly sufficient authority for the issuance of bonds and the performance of all
other acts and procedures authorized by this subchapter.

(b) In addition to other authority granted by this subchapter, the board may
exercise the authority granted to the governing body of an issuer with regard to
issuance of obligations under Chapter 656, Acts of the 68th Legislature, Regular
Session, 1988 (Article 717q, Vernon's Texas Civil Statutes).

[Sections 17.036 [1-7025]-17.070 reserved for expansion)

SUBCHAPTER C. FUNDING PROVISIONS

Sec. 17.071. DISPOSITION OF MONEY RECEIVED. All money received by the
board shall be deposited in the State Treasury and credited to the proper special fund as
provided in this subchapter.

Sec. 17.072. DEVELOPMENT FUND. (a) The Texas Water Development Fund,
referred to as the "development fund," is a special revolving fund in the State Treasury.

(b) Except as provided by Subsections (f) and (h) of this section, proceeds from the sale
of water development bonds, together with all proceeds (excluding accrued interest which
shall be deposited into the interest and sinking fund) from the sale, refunding, or
prepayment of political subdivision bonds acquired in carrying out the purposes set out in
Article III, Sections 49-c, 49-d, and 49-d-2, of the Texas Constitution, shall be deposited
in a special account in the development fund designated "water supply [development]
account," and other money for deposit therein as provided in this chapter shall be credited
to the water supply [dwAioopmnw] account.

(c) The water supply [deelopmen account may be used for any water supply
project and in any manner consistent with the provisions of the constitution, but the
development fund may not be used for retail distribution or for transportation of water
solely to retail purchasers.

(d) All proceeds from the sale of water quality enhancement bonds, together with all
proceeds (excluding accrued interest which shall be deposited into the interest and sinking
fund) from the sale, refunding, or prepayment of political subdivision bonds acquired in
carrying out the purposes in Article III, Section 49-d-1, of the Texas Constitution, shall
be deposited in a special account in the development fund designated "water quality
enhancement account," and other money for deposit therein as provided in this chapter
shall be credited to the water quality enhancement account.

(e) The water quality enhancement account may be used for construction of treatment
works in any manner consistent with the provisions of the constitution and this code.

(f) All proceeds from the sale of the $400 million in water development bonds
authorized by Article III, Section 49-d-2, of the Texas Constitution for the purposes of
state participation in the acquisition and development of facilities, together with all
proceeds, excluding accrued interest, from the sale, refunding, or prepayment of political
subdivision bonds acquired in carrying out the purposes of the state participation
program, shall be deposited in a special account designated as the state participation
account created in the development fund. Other money designated for deposit in that
account by this chapter and Chapter 16 of this code shall be deposited in the state
participation account. Accrued interest from the proceeds of the sale, refunding, or
prepayment of political subdivision bonds shall be deposited in the interest and sinking
fund.

(g) The state participation account may be used for any project defined by Chapter 16
of this code and in any manner consistent with the constitution and this code.

(h) All proceeds from the sale of the $200 million in water development bonds
authorized by Article III, Section 49-d-2, of the Texas Constitution for the purposes of
flood control, together with all proceeds, excluding accrued interest, from the sale,
refunding, or prepayment of political subdivision bonds acquired in carrying out the
purposes of the flood control program, shall be deposited in a special account designated
as the flood control account created in the development fund. Other money designated
for deposit in that account by this chapter shall be deposited in the flood control account.
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Accrued interest from the proceeds of the sale, refunding, or prepayment of political
subdivision bonds shall be deposited in the interest and sinking fund.

(i) The flood control account may be used for any project and in any manner consistent
with the constitution and this code.

Sec. 17.073. WATER DEVELOPMENT CLEARANCE FUND. The Texat Water
Development Clearance Fund, referred to as the "clearance fund," is a special fund in the
State Treasury. Transfers shall be made from this fund as provided by this subchapter.

Sec. 17.074. INTEREST AND SINKING FUND. The Texas Water Development
Bonds Interest and Sinking Fund, referred to as the "interest and sinking fund," is a
special fund in the State Treasury into which there shall be paid, from sources specified in
this chapter, amounts sufficient to:

(1) pay the interest coming due on all outstanding bonds during the ensuing fiscal
year;

(2) pay the principal on all bonds that mature during the ensuing fiscal year, plus
collection charges and exchanges on the bonds; and

(3) establish a reserve equal to the average annual principal and interest require-
ments on all outstanding bonds.
Sec. 17.075. ADMINISTRATIVE FUND. The Texas Water Development Board Ad-

ministrative Fund, referred to as the "administrative fund," is a special fund in the State
Treasury. From sources specified in this chapter, money shall be credited to this fund in
amounts sufficient to pay the administrative expenses of the board as authorized by
legislative appropriation.

Sec. 17.076. COMBINED FACILITIES OPERATION AND MAINTENANCE FUND.
(a) The Combined Facilities Operation and Maintenance Fund is a special fund in the State
Treasury.

(b) Money received from the sale of water, standby service, and the lease of land
needed for operation and maintenance of facilities shall be credited to this fund. Any of
the money which is not needed for operation and maintenance of facilities may be credited
to the interest and sinking fund or used to meet contractual obligations incurred by the
board in acquiring facilities.

Sec. 17.077. CREDITS TO CLEARANCE FUND. Except for proceeds from the sale
of bonds and proceeds from the sale, refunding, or prepayment, of political subdivision
bonds acquired in carrying out the purposes in Article III, Sections 49-c, 49-d, 49-d-1,
and 49-d-2, of the Texas Constitution, [*Ai-ch shall be deposited in ..ord..ne ;ith
secations 17.072, 17.134, and 17.1-90 of this cade,] and the proceeds from the sale,
refinancing, or other liquidation of the investments made under Section [Seetion]
17.083[, 17 05, and 17 ] of this code which shall be deposited in the fund that provided
the money for the investment, all money received by the board in any fiscal year,
including all amounts received as repayment of loans to political subdivisions and interest
on those loans, shall be credited to the clearance fund. Money in the clearance fund may
be transferred at any time to the interest and sinking fund until the reserve in that fund
is equal to the average annual principal and interest requirements on all outstanding
bonds.

Sec. 17.078. TRANSFERS AT END OF FISCAL YEAR. Not later than 15 days after
the end of each fiscal year, any money credited to the clearance fund at the end of the
fiscal year shall be transferred to the other special funds as prescribed by Sections 17.079
through 17.082 of this code.

Sec. 17.079. TRANSFERS TO INTEREST AND SINKING FUND. (a) The board
shall determine:

(1) the amount of interest coming due on all bonds outstanding;
(2) the amount of principal of bonds maturing and becoming payable during the

fiscal year; and
(3) the average annual principal and interest requirements on all outstanding bonds.
3 Tex.Su.laws d. Vo. .'7-32 3779
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(b) The comptroller shall transfer to the interest and sinking fund, after taking into
account any money and securities on deposit in the interest and sinking fund, an amount
necessary to pay:

(1) all principal and interest maturing on the bonds during the fiscal year;
(2) ball collection charges and exchanges on the bonds; and
(3) the money sufficient tW establish and maintain an additional reserve equal to the

average annual principal and interest requirements on all outstanding bonds.
Sec. 17.080. ADDITIONAL FUNDS FOR PAYMENT OF BONDS. If the amount

transferred from the clearance fund plus the money and securities in the interest and
sinking fund are insufficient to pay the interest coming due and the principal maturing on
the bonds during the fiscal year, then after the transfer to the interest and sinking fund
of as much money as is available in the clearance fund, the State Treasurer shall transfer
out of the first money coming into the treasury, not otherwise appropriated by the
constitution, the amount required to pay principal and interest on the bonds during the
fiscal year.

Sec. 17.081. TRANSFERS TO ADMINISTRATIVE FUND. If money remains in the
clearance fund after making the transfers provided in Section 17.079 of this code, then to
the extent possible the comptroller shall transfer to the administrative fund an amount
sufficient to cover the legislative appropriation for administrative expenses of the board
for the fiscal year.

Sec. 17.082. TRANSFERS TO DEVELOPMENT FUND. If money remains in the
clearance fund after making the transfers provided in Sections 17.079 and 17.081 of this
code, the comptroller shall transfer the balance to the appropriate account in the
development fund at the end of each fiscal year to be used for any purpose for which
proceeds of bonds in such account may be used.

Sec. 17.083. INVESTMENT OF RESERVE MONEY. The board may invest any
money credited to the development fund and not immediately required for its intended
use and money in the sinking fund, including the reserve portion of the interest and
sinking fund in:

(1) direct obligations of the United States;
(2) other obligations unconditionally guaranteed by the United States;
(3) obligations [bands] of the State of Texas; and
(4) obligations [bhoeds] of counties, cities, and other political subdivisions of any

[the] state of the United States, except bonds issued by a political subdivision to
finance a project or treatment works described in this chapter.
Sec. 17.084. LIMITATION ON BOARD INVESTMENT. The board is bound to the

extent that the resolution authorizing the issuance of the bonds further restricts the
investment of money in bonds of the United States.

Sec. 17.085. [INTEREST AND SINKING FUND INVESTMENTS. The h asdma
inveSt the m.oney in the interest and sinking fund, eept the money in the reserve portio
of tho fund, only in direct obligations of the United States or obligations uncnditionally
guaranteed by the United States that are cheduled to maturo prior to the dat he boardm
must have money available for its intended purpose.

[Sec. 17.086. DEVELOPMENT_ FUDIVESTMENTS. Surplus money in the devel-
epment fund that is not needed for st least 90 days shall be invested in direct obligations
ofe the, Uite Stateor n other obligations unconditionally guaranteed by the Unitd
Stt.... m ,turing oor before the eontemplated date an wA.hich the money will be needed.

[ n -3 ,O-,] SALE OF SECURITIES. All of the bonds and obligations owned in the
interest and sinking fund or in the development fund are defined as securities. The board
may sell securities owned in the interest and sinking fund or in any account in the
development fund at the governing market price.

Sec. 17.086 [1-7 OR]. TRANSFERS TO BE MADE BY COMPTROLLER. The comp-
troller shall make the transfers required by this subchapter.
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[Sections 17.087 [1-089]-17.120 reserved for expansion]

SUBCHAPTER D. ASSISTANCE TO POLITICAL SUBDIVISIONS

FOR WATER SUPPLY PROJECTS

Sec. 17.121. FINANCIAL ASSISTANCE. The water supply [deeoepmnt] account
may be used by the board to provide financial assistance to political subdivisions for the
construction, acquisition, or improvement of water supply projects.

Sec. 17.122. APPLICATION FOR ASSISTANCE. (a) In an application to the board
for financial assistance for a water supply project, the applicant shall include:

(1) the name of the political subdivision and its principal officers;
(2) a citation of the law under which the political subdivision operates and was

created;

(3) a description of the water supply project for which the financial assistance
will be used;

(4) the total cost of the water supply project;
(5) [(4)] the amount of state financial assistance requested;
(6) [(Q)] the plan for repaying the total cost of the water supply project; [ed]
(7) the method for obtaining the financial assistance, whether by purchase of

bonds or purchase of other obligations of the political subdivision; and
(8) [(Q] any other information the board requires [in order to perform iAs dutes a nd

to protoet the publig interet.
[(b) The board may not aeaept an appli-ation for finaneial assistsinee unless it is

submitted in offedavi form by the officials of the poliial subdivision. The hasird shall
prescribe the affidav form in its rules. Th. rules do not restrict or prohibit the bord
from requiring additional fact1val matorial from sin applicant].
(b) [(a)] If an applicant has a program of water conservation, he shall state in his

application that he has such a program and shall describe that program in the manner
required by board rules.

(c) [(4)] If the applicant claims an exemption under Subsection (c), Section 17.125, of
this code, he shall state the exemption in his application and provide information relating
to that exemption as provided by board rules.

Sec. 17.123. FINDINGS REGARDING PERMITS [CERTIF!CATE OF COMMISSION
OR APPRPOVAL BY COMMISSION]. [(Q] The board shall not deliver funds pursuant to
an application for financial assistance until the executive administrator makes a written
finding [peltical aubdivisAin has fummh d the board A resolution adopted by the

(1) that an applicant proposing surface-water development hos the necessary water
right authorizing it to appropriate and use the water which the water supply project
will provide; or

(2) that an applicant proposing underground water development has the right to use
water that the water supply project will provide.
[(b) if an application includes a proposgal for a ;A a te ;Iater treatment plant, the bard

may not delIr funds for. th wa water treatment plant until the appli-antha
obtasiond a permit fogr construction and operation of the wzQste wArater treatment plant n
approval of the plans and specifications fer the plant frora the commission.

Sec. 17.124. CONSIDERATIONS IN PASSING ON APPLICATION. (a) In passing
on an application from a political subdivision for financial assistance for a water supply
project, the board shall consider:

(1) the needs of the area to be served by the water supply project and the benefit of
the water supply project to the area in re1'tion to the needs of other areas requiring
state assistance in any manner and the benefits of those water supply projects to the
other areas;
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(2) the availability of revenue to the political subdivision, from all sources, for the
ultimate repayment of the cost of the water supply project, including interest;

(3) whether the political subdivision can reasonably finance the water supply
project without assistance from the state;

(4) the relationship of the water supply project to the overall, statewide water
needs; and

(5) the relationship of the water supply project to the state water plan.
(b) In passing on an application for financial assistance for regional facilities, water

facilities for a political subdivision that is converting from the use of groundwater to the
use of surface water, or a water supply project that includes flood control, the board
shall consider the factors set out for political subdivisions in Subsection (a) of this section
except the board is not required to consider the factor set out in Subdivision (3) of that
subsection.

Sec. 17.125. APPROVAL OF APPLICATION. (a) The board by resolution may
approve an application if, after considering the factors listed in Section 17.124 of this code
and any other relevant factors, the board finds:

(1) that the public interest requires state participation in the water supply project;
(2) that the political subdivision cannot reasonably finance the water supply project

without state assistance in the amount finally approved by the board; and
(3) that in its opinion the revenue or taxes pledged by the political subdivision will

be sufficient to meet all the obligations assumed by the political subdivision during the
succeeding period of not more than 50 years.
(b) Before the board grants the application or provides any funds under an application,

it shall require an applicant to adopt a program of water conservation for the more
efficient use of water that incorporates the practices, techniques, or technology pre-
scribed by Subdivision (28)(B) [(14)(Di], Section 17.001, of this code and that the board
[departmet] determines will meet reasonably anticipated local needs and conditions. The
program may include but is not limited to any or all of the following:

(1) restrictions on discretionary water uses, such as lawn watering;
(2) plumbing code standards for water conservation in new building construction;
(3) retrofit programs to improve water-use efficiency in existing buildings;
(4) educational programs;
(5) universal metering;
(6) conservation-oriented water rate structures;
(7) drought contingency plans; and
(8) distribution system leak detection and repair.

(c) The board may not require a program of water conservation to be adopted under
Subsection (b) of this section if:

(1) an emergency exists as determined by the board;
(2) the amount of financial assistance to be provided is $500,000 or less; or
(3) the applicant demonstrates and the board finds that the submission of such a

program is not reasonably necessary to facilitate conservation or conservation mea-
sures.
(d) To the extent funds are available, the board shall establish an educational and

technical assistance program to assist political subdivisions in developing comprehensive
water conservation plans required by this section and other sections of this code.

(e) If the political subdivision will utilize the water supply project to furnish water or
services to another political subdivision that in turn will furnish the water or services to
the ultimate consumer, the requirements of the board relative to water conservation can
be met through contractual agreements between the political subdivisions providing for
establishment of a water conservation plan and other measures.
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(f) Rules adopted under this section must state the criteria for preparation, review,
and enforcement of an applicant's conservation program.

Sec. 17.126 [373253]. FINDINGS FOR REGIONAL FACILITIES. In approving an
application for financial assistance for regional facilities, water facilities for a political
subdivision that is converting from the use of groundwater to the use of surface water, or
[a proje t that includes] flood control measures, the board shall make the findings
required by Subsection (a), Section 17.125 of this code, except the board is not required to
make the finding set out in Subdivision (2) of that subsection.

Sec. 17.127 [171252]. LIMITATION ON USE OF FUNDS. If there is insufficient
money available to fund all applications under this subchapter, the board shall give
preference to applications for political subdivisions that the board finds cannot reasonably
finan.e the project without assistance from the state.

Sec. 17.128 [132-253]. RECREATIONAL ACCESS. If the board is providing financial
assistance for a water storage project, it must also find affirmatively that the applicant
has a plan to provide adequate public recreational access areas to suitable recreational
resources.

[Sections 17.129-17.170 reserved for expansion]

SUBCHAPTER E. PROVISIONS GENERALLY APPLICABLE TO

FINANCIAL ASSISTANCE

Sec. 17.171. DEFINITION. In this subchapter, "project" includes water supply
projects, treatment works, and flood control measures.

Sec. 17.172. APPLICABILITY. This subchapter applies to financial assistance
made available from the water supply account, the water quality enhancement
account, and the flood control account under Subchapters D, F, and G of this chapter.

Sec. 17.178 [2742-]. METHOD OF FINANCIAL ASSISTANCE. The board may
provide financial assistance by using money in the water supply [devemoait] account,
the water quality enhancement account, and the flood control account to purchase
bonds or other obligations [seourlties] issued by the political subdivision to finance the
project. The board may purchase bonds or other obligations [seeuities] that are
secondary or subordinate to other bonds or obligations [seeanties] issued by the political
subdivision, including [to finance the same projet. The board m.ypurhwae] outstand-
ing prior lien bonds previously issued by the political subdivision when this will avoid or
reduce the necessity for issuing junior lien bonds for subsequent sale to the board. The
board may purchase refunding bonds of a political subdivision issued for the purpose
of refunding bonds issued for the construction of any projects described in this
chapter. [However, the security for both prior ien and junior len bonds shall be pledged
froma substantially the same so-urc-es of revenue.]

Sec. 17.174. CONDITIONAL APPROVAL. The board may make binding commit-
ments to provide financial assistance for any project in accordance with this code
conditioned on the future availability of money in the appropriate account of the
development fund.

See. 17.175 [-732T]. BOND MATURITY. The board may not purchase bonds or
other securities which have a maturity date more than 50 years from the date of issuance.

Sec. 17.176 [U-,18]. INTEREST RATE. (a) Except as provided in Subsection (b) of
this section, bonds and securities purchased by the board on or after September 1, 1977,
with money derived from the sale of bonds issued under this chapter shall bear interest at
the lending rate. The bonds shall bear coupons evidencing interest at a rate or
combination of rates that will approximate the lending rate as nearly as the board deems
practicable. The lending rate shall be affected by the payment of premiums or the
deduction of discounts as necessary.

(b) Bonds and securities purchased by the board pursuant to applications for financial
assistance approved by the board prior to September 1, 1977, shall bear interest at the
rate prescribed by Subsection (a) of this section prior to this amendment. Outstanding
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prior lien bonds purchased by the board under Section 17.178 [1-74-9] of this code need
not bear the interest rate provided in Subsection (a) of this section, but the board may pay
such price or prices for outstanding prior lien bonds which in its discretion will accomplish
the objective of that section [Soction J7.126 of this code].

Sec. 17.177 [17429]. APPROVAL AND REGISTRATION. The board shall not pur-
chase any bonds or securities that have not been approved by the attorney general and
registered by the comptroller.

Sec. 17.178 [17420]. BONDS INCONTESTABLE. The bonds or other securities
issued by a political subdivision are valid, binding, and incontestable after:

(1) approval by the attorney general;
(2) registration by the comptroller; and
(3) purchase by and delivery to the board.

Sec. 17.179 [17- 31]. SECURITY FOR BONDS. (a) Bonds purchased by the board
shall be supported by:

(1) all or part of the net revenue from the operation of the project;
(2) taxes levied by the political subdivision for the purpose; or
(3) a combination of taxes and net revenue, and revenue from other available

sources.
(b) The board may require that the bonds be supported both by taxes and by net

revenue from the operation of the project in any ratio the, board considers necessary to
fully secure the investment. The board shall establish other conditions and requirements
it considers to be consistent with sound investment practices and in the public interest.

(c) As used in this section, "net revenue" means gross revenue less the amount
necessary to provide for principal, interest, and reserve requirements of bonds superior to
those purchased by the board and the amount necessary to pay the cost of maintaining
and operating the project.

Sec. 17.180 [1-742]. DEFAULT. [(&)] In the event of a default in payment of the
principal of or interest on bonds purchased by the board or any other default as defined in
the proceedings or indentures authorizing the issuance of the bonds, the attorney general
shall institute appropriate proceedings by mandamus or other legal remedies to compel
the political subdivision or its officers, agents, and employees to cure the default by
performing those duties which they are legally obligated to perform. These proceedings
shall be brought and venue shall be in a district court of Travis County.

[(b) The provisions of thin section are cumulative of any other rights orre dist
4wAghiph thA bondholders may ontitled.]

Sec. 17.181 [-73]. SALE OF BONDS BY BOARD. [(&)] The board may sell or
dispose of bonds purchased with money in the water supply [developmoAt] account, the
water quality enhancement account, or the flood control account. [The-beoardmayot

Sel the bondA for. lem; than amortized value SAnd Uanlued interepte
[(b) The board shall first offer the bondsit their amortized value plus accrued interest

f ia t wato the polun itiala ubdivision at least 20 days before the dacute of requesting

[(e) If the political subdivision fails to gve notico to the board of its desire to acaquire
the bond siat amortized value and accarued interest wthin the 30-day period, then ths
board shall give noticof thOaf th the nds, receive competitive bids, and conductth
sale, all in the manrprvdd for the sale of bonds, except the board may waive any
requirement for good faith checks.]

Sec. 1 7.182 [17434J]. PROCEEDS FROM SALE. Unless used to pay debt service on
bonds issued under this chapter, the [The] proceeds from the sale of political subdivision
bonds held by the board shall be credited to the [water develop;ment] account from which
financial assistance was made to the political subdivision, except that accrued interest
shall be credited to the interest and sinking fund.
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Sec. 17.188 [1- 5]. CONSTRUCTION CONTRACT REQUIREMENTS. The govern-
ing body of each political subdivision receiving financial assistance from the board shall
require in all contracts for the construction of a project:

(1) that each bidder furnish a bid guarantee equivalent to five percent of the bid
price;

(2) thnt each contractor awarded a construction contract furnish performance and
payment bonds:

(A) the performance bond shall include without limitation' guarantees that work
done under the contract will be completed and performed according to approved plans
and specifications and in accordance with sound construction principles and practices;
and

(B) the performance and payment bonds shall be in a penal sum of not less than
100 percent of the contract price and remain in effect for one year beyond the date of
approval by the engineer of the political subdivision; and
(3) that payment be made in partial payments as the work progresses;
(4) that each partial payment shall not exceed 90 percent of the amount due at the

time of the payment as shown by the engineer of the project, but, if the project is
substantially complete, a partial release of the 10 percent retainage may be made by the
political subdivision with approval of the executive administrator [d
mn ];

(5) that payment of the retainage remaining due upon completion of tfie contract
shall be made only after:

(A) approval by the engineer for the political subdivision as required under the
bond proceedings;

(B) approval by the governing body of the political subdivision by a resolution or
other formal action; and

(C) certification by the development fund manager in accordance with the rules of
the board that the work to be done under the contract has been completed and
performed in a satisfactory manner and in accordance with sound engineering
principles and practices; and
(6) that no valid approval may be granted unless the work done under the contract

has been completed and performed in a satisfactory manner according to approved
plans and specifications.
Sec. 17.184 [1-7436]. FILING CONSTRUCTION CONTRACT. The political subdivi-

sion shall file with the board a certified copy of each construction contract it enters into
for the construction of all or part of a project. Each contract shall contain or have
attached to it the specificaLions, plans, and details of all work included in the contract.

Sec. 17.185 [==1.7]. INSPECTION OF PROJECTS. (a) The board may inspect the
construction of a project at any time to assure that:

(1) the contractor is substantially complying with the approved engineering plans of
the project [as submitted when approval of the feasibility of the proje t was sought];
and

(2) the contractor is constructing the project in accordance with sound engineering
principles.
(b) Inspection of a project by the board does not subject the state to any civil liability.
Sec. 17.186 [174138]. ALTERATION OF PLANS. After the executive administrator

[development fund manager] approves of engineering plans, a politicud subdivision may
not make any substantial or material alteration in the plans unless the executive
administrator [development fund manager] authorizes the alteration in accordance with
rules of the board. For a waste w&,ter treatment plant or other facility required to have
commission approval of the plans and specifications, the commission must give its
approval before a substantial or material alteration is made in those plans.
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See. 17.187 [1-7l3]. CERTIFICATE OF APPROVAL. The executive administrator
[development fund manager] may consider the following as grounds for refusal to give a
certificate of approval for any construction contract:

(1) failure to construct the project according to approved plans;
(2) failure to construct the works in accordance with sound engineering principles;

or
(3) failure to comply with any term of the contract.

Sec. 17.188. OBTAINING FINANCIAL ASSISTANCE. (a) To obtain financial as-
sistance under this chapter, a political subdivision may authorize and issue revenue
bonds for the purpose of constructing projects and sell those bonds to the board in
amounts as determined by the governing body of the political subdivision and
approved by the board.

(b) Notwithstanding the provisions of Article 1112, Revised Statutes, or any other
general or special law or charter provisions to the contrary, a political subdivision
may authorize, issue, and sell its revenue bonds as provided by this section and create
any encumbrance in connection with those bonds by a majority vote of the governing
body of the political subdivision without the necessity of an election.

[Sections 17.140-17.170 reserved for expansion]

[SUBCHAPTER E. BOND PURCHASES FOR WATER QUALT

ENHANCEMENT PURP1-OSES
[See. 17.171. FINANCIAL ASSISTANCE. Thebanrd shall use funds in the -ater

qu.ality enhane...t ac.ount t p"rovide fin.n i assistance through the prhase of
bond orothr oligtios o polticl sbdiisins ursantto an application for financial

assistance approved by it.
[See. 17.172.OTHER FINA.NCIAI AS.ISTA.NCE. The boad may purchase bonds or

other obligations that are ,da or. ubo rdinate in other bond or obligations isued
by the poli.cal subdhiviio, inldnNusadn ro in bonds previously issuedb
the political subdivision when this ] a 1vidor reduc. the necessity for issuing junior lin
bonds for susqun salet the bosard. However, the security for both prior linan
junior lin bod habepdedfo substantially the samea soaurce of revenue

[Se. 17.172. OND MATRI. The board may not purchase bonds or other.
gatonswhih avea mturtydate more than So years from thedaeoisun.

[Sea. 17.17d. INTEREST RATE. (a) Except as provided in Subsection (b) ofis
section, bonds and other. . bligations purhased by the board.. n.o.after. September
1977, with money in the water quality enhancement account pursuant to Subehapters F
and . of thi chaptr, -hall bear interest at the lending rate. The bnds shall bar

'opn vdencing interest ait a rate or comrbination of rates that will apprimtth
lending rate as nearly as the board deems practiable. The lending rate shall be afated
by the payment of premiumsA or the deaduction of discoauntsA as1 nece-sary.

[(b) Outstanding prior lien bonds purchased by the board under Section 17.172 of ti

may be purcahased o sc rieo prices as Will accomplish the objectives of Section
17129 of this code.

[Se. 17.175. APPROVAL AND REGISTRATION..... . The board shall not puchae anY
bonds or other obligations that have not been approved by the atteomey generalan
registered by the eomptroller.

[Se 17 37&- ONDS INCONTEST ABLE The bonds or other obligations issued by a
politc] sudiisoare valid, binding, and incontestable aifter:

[() .).appoval by the attorney general;
[(2) registration by the comptroller; and
[(3) purchase by and delivery to the bha erd.
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[Se. 17177 SECURITY FOR BONDS. (a) Bonds or other obligations purhed by;
the boa rd uner tir hp. t o hal be supported by:

[(I) all or. part of tho net rovenue from, the operation of the treatment works;
[(2) taxes levied by the politial subdivision for the purpose or
[(3) a combination of taxes and nt revonue, and roven-. from other ,oa.labl

sources
[b) As used in this section, "not reVenue" means gross reveue less the amon

necessary to provide for principal, interest, and rosev ru ireets of bonds, if-any-,
superior to those purchased by the board and the .aount neces.ary to pay the cost of
maintaining and operating the treatment works.[,,\ The -, ad , hoi.A theo exclsiv +,+1,r,, sp..onstiiity. to, spcf terms an dtons ++ ;; . o

financial a sistance, inluding all maturity shedules whichare necessary in the opinion of
the board to 1achieve th o best security far the state which the applicant ig rceo.n al,
capable of providing.

[Se. 1717 .' DEFAUT. (a) in the event of a defa ult in payment of the principal of
or itoes on bondsi or other obligations purchased by the board or of 2 defaulti

payment of amunae under a loan agreement exenuted under- -the provisions o
Subehaptrs- F and G of this chapter or of a failure to perfom any torn; or conditio
agreed to or of any other dfaultt a, oo defined in the proeedings or. indentures authorizing
the i.u.a of the bonds or. In any other obligation or loan agreement, the attorey
general shall institute appropriate proeedings by mandamus or other legal romedieo
compe.,l t-he,+. tioal subdision or. iAs officers, agents, and employees to ure- the default
by performing these dut-As ;Ahich they are legally obligated to pedom. These ppwcsed
ings shall be brought and venue shall be in a di.trict ourt of Travs County.

[P) The provision. of this section are eumulative of any other rights or. remedas to
which the bondholdars may be enttled.

[See. 17.179.- SAIE OF BONDS BY BOARD. (a) The board may sell or dispoeoo
bonda or ether obligations purchased mith money in the water quality enhancemrent
acoun.t at not loss han _amod value and acea d int ret

[(b) The board shall first offer the bonds or other obligations at their amortized value
plus acco e ineett h sun oiia ud~ si-tlemst 30 days before the date Of
requesting competitive bids.

[(o) If the political subdiv4sion fails to give notice to- he beard of its de.ire to ao-,ui.e
the bands or other obligations at amnortigoed value and Accrued interest within the 30-day
period, then the board s .hall give notice of the s1-ale of *the bonds, receive competitive bids,
and nanduat the sola of such bonds or other obligations so purchased, all in the mamne
provided for th eof bonds,- -except the board mawivan requirement for-goodh.ith chek

[Sec. 17 120 1PROC "EDS FROM SALE. The proeeds from the sale of such politial
subdivision bonds or other obligations hold by the board shall he crdited th-- e waeor
quality enhaincement account, except that accrued inerest .- sll be ce dited to the intero.t
an ining fund.]

[Sections 17.189-17.270 [17.18-1 to 17.2.0] reserved for expansion]

SUBCHAPTER F. FINANCIAL ASSISTANCE FOR WATER

QUALITY ENHANCEMENT PURPOSES [G. ALTERNATIVE PROGRAM

FOR FINCIAL ASSISTANCE FOR CONSTRUCTION OF TREATMENT WORKS]

Sec. 17.271. PURPOSE. The purpose of this subchapter is to provide for making
loans of water quality enhancement funds authorized by Article III, Sections 49-d-1 and
49-d-2, of the Texas Constitution to political subdivisions of the state for the construction
of treatment works.

Sec. 17.272. [DEFINITIONS. In this subchapter:
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[(1) "Water. quality enhancement" means the cnnstruction of troatMnRt WOrkS by
politicoal subdivions with loans prvde it ater quality nacmn funds

treatment, y reclaman of waste to imp!ement this chapter or necessary
to recycle or res ae ttoms cnmclcopt over; tho stiad Ide ofth
works, including interepting .sewors, outfall sewers, pumpi- poer, and other. equp+
mnt And their. appurtenances; extensions, improvements, remodeling, additions,
altions i thereof; elements, essential to provide a reliable reraycled supply suchua
standby treatment unit an clear well failities; and any works, including sites therfo r
and acquisin of.the land tht will -be a part of or used in connection with the
treatment procaess or Is used for ultimat dpoaof residues resulting from such
treatment; Lind any plant, disposal field, lagoon, canal, incinerator, area devoted t
san~itar~y land~fills, or other facilities installed for the purpose of treating, neutralizing
or tabilizin wat mo ailitis to provide for the collec-tion, coontrol, and disposal of

[()"Construction" means any one or mere of the following: preliminmary planning to
determine the feasibility of treatment works, engineering, arcGhitectural, legal, title,

fisal or ecnomic invesations or studi-es, surveys, designs, plans, working drawingts,
specifications, procedures, or other necessary actions., the expense of any condemnatio
or other legal proceeding, erection, bIlig acqui .sition, alteration, remodeling, i'

pr1mn, or extension of treatment w orks, or the inspection or supervision of anlyof
the foregoing items.

[(4) "Water quality enhancement funds" maeans the proceeds from the sale of Texas
Wnaer Development Bonds issued underthe authority of Article WI, Section 49-d1l of
the Texas; Constitution and proceeds from the sale of bends dedicated to water quality

enhanemen purpses nder Article M!, Section 49-d-92, of the Texs Constitution.
[(5) "Political subdivision" means the state, a county, city, ootr-dypJiieor

corporate of the state including any district or authority created under Ar icle IM,
Section 59 or Article X1 1, Section 59 ofteTea-osttto and including anlyinesaecompact commisin to whric-h the state is A party.

[(6) "Loans" means purchase by the state of the bonds, or ether obligations of a
political subdivision with water quality- enh-an__ement_ funds.

r(7) "Financial assistance" means any loan of water oualit" enhancement fiindf;
made to A political subdiVisjon for the construction of treatment works throughth
purcahase of bonds or other obligations of the politial subdivision.
[See,-1-7-2 3] FINANCIAL ASSISTANCE. The board may use water quality en-

hancement funds to provide financial assistance to political subdivisions for purposes of
water quality enhancement.

Sec. 17.273 [-7-274]. AUTHORITY OF POLITICAL SUBDIVISION. A political sub-
division may apply to the board for financial assistance and may use water quality
enhancement funds for construction of treatment works in the manner provided in this
subchapter.

Sec. 17.274 [3775]. APPLICATION FOR ASSISTANCE. (a) In an application to
the board for financial assistance for water quality enhancement purposes, the appli-
cant shall include:

(1) the name of the political subdivision and its principal officers;
(2) a citation of the law under which the political subdivision operates and was

created;
(3) a description of the treatment works for which the financial assistance will be

used;
(4) the estimated total cost of construction of the treatment works;
(5) [(44] the amount of state financial assistance requested;
(6) [(5)] the method for obtaining the financial assistance, whether by purchase of

bonds or purchase of other obligations of the political subdivis;on;
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(7) [(6)] the plan for repaying the financial assistance; and
(8) [(7-)] any other information the board requires.

(b) If the applicant has a program of water conservation, the applicant shall state
in the application that it has a water conservation program and shall describe that
program in the manner required by board rules.

(c) If the applicant claims an exemption under Subsection (d), Section 17.277, of
this code, the applicant shall state the exemption in the application and provide
information relating to that exemption as provided by board rules.

Sec. 17.275 [1-7-276]. CONSIDERATIONS IN PASSING ON APPLICATION. (a) In
passing on an application from a political subdivision for financial assistance for water
quality enhancement purposes, the board shall consider:

(1) the water quality needs of the waters into which effluent from the treatment
works will be discharged and the benefit of the treatment works to such water quality
needs in relation to the needs of other waters requiring state assistance in any manner
and the benefits of those treatment works to the other waters;

(2) the availability of revenue to the political subdivision, from all sources, for the
ultimate repayment of the cost of the treatment works, including interest;

(3) whether the political subdivision can reasonably finance the treatment works
without assistance from the state;

(4) the relationship of the treatment works to the overall, statewide water quality
needs;

(5) the relationship of the treatment works to water quality planning for the state;
and

(6) whether the political subdivision has been designated, pursuant to Section 26.082
of this code, to provide a regional system to serve all or part of the waste disposal
needs of a defined area, the development of such systems being the declared policy of
the legislature.
(b) In passing on an application for financial assistance for regional facilities, the

board shall consider the factors set out for political subdivisions in Subsection (a) of this
section except the board is not required to consider the factor set out in Subdivision (3) of
that subsection.

Sec. 17.276 [1-7,277]. ACTION ON APPLICATION. (a) After an application is re-
ceived for financial assistance, the development fund manager shall submit the application
to the board together with comments and recommendations concerning the best method of
making financial assistance available.

(b) The board may grant the application in whole or part or may deny the application.
(c) The board has the sole responsibility and authority for selecting the political

subdivisions to whom financial assistance may be provided, the amount of any such
assistance, and in consultation with and pursuant to agreement with the political subdivi-
sion, and except as provided by Subsection (d) of this section, the board shall determine
the location, time, design, scope, and all other aspects of the construction of treatment
works to be performed.

(d) The commission shall review and approve plans and specifications for all treatment
works for which financial assistance is provided in any amount from water quality
enhancement funds or funds granted under the Federal Water Pollution Control Act, as
amended. To avoid duplicate review and approval by two or more state agencies, review
and approval of plans and specifications under this subsection by the Texas Department
of Health is not required.

(e) Except as provided by Subsection (d) of this section, the deliberations, proposals,
decisions, and other actions of the board under this subchapter do not require the
concurrence or approval of any other governmental agency, board, commission, council,
political subdivision, or other governmental entity.

(f) [if tho board grants an appli,,ation in whole or part, finanial si,,,tane shill h-e
funded by the board in accordance with Subchapter E of this chapter.] When bonds or

3789



Ch. 1103, § 1 70th LEGISLATURE-REGULAR SESSION

other obligations are purchased by the board, water quality enhancement funds shall be
delivered to the political subdivisions entitled to receive them and shall be used only to
pay construction costs of treatment works approved in this subchapter.

Sec. 17.277 [1-7,2]. APPROVAL OF APPLICATION. (a) The board by resolution
may approve an application if, after considering the factors listed in Section 17.275
[=,2=-] of this code and any other relevant factors, the board finds:

(1) that the public interest will benefit from state participation in the financing of
the treatment works; and

(2) that the political subdivision cannot reasonably finance the treatment works
without state assistance in the amount finally approved by the board.
(b) In approving an application for financial assistance for regional facilities, the board

shall make the finding required by Subsection (a)(1) of this section.
(c) Before the board grants the application or provides any funds under an

application, it shall require an applicant to adopt a program of water conservation
for the more efficient use of water that incorporates the practices, techniques, or
technology prescribed by Subdivision (23)(B), Section 17.001, of this code and that the
board determines will meet reasonably anticipated local needs and conditions. The
program may include any or all of the following:

(1) restrictions on discretionary water uses, such as lawn watering;
(2) plumbing code standards for water conservation in new building construc-

tion;
(S) retrofit programs to improve water-use efficiency in existing buildings;
(4) educational programs;
(5) universal metering;
(6) conservation-oriented water rate structures;
(7) drought contingency plans; and
(8) distribution system leak detection and repair.

(d) The board may not require a program of water conservation to be adopted
under Subsection (c) of this section if

(1) an emergency exists as determined by the board;
(2) the amount of financial assistance to be provided is $500,000 or less; or
(S) the applicant demonstrates and the board finds that the submission of such a

program is not reasonably necessary to facilitate conservation or conservation
measures.
(e) To the extent funds are available, the board shall establish an educational and

technical assistance program to assist political subdivisions in developing comprehen-
sive water conservation plans required by this section and other sections of this code.

09 If the political subdivision will utilize the project to furnish water or services to
another political subdivision that in turn will furnish the water or services to the
ultimate consumer, the requirements of the board relative to water conservation can
be met through contractual agreements between the political subdivisions providing
for establishment of a water conservation plan and other measures.

(g) Rules adopted under this section must state the criteria for preparation,
review, and enforcement of an applicant's conservation program.

Sec. 17.278. FINDINGS REGARDING PERMITS. If an application includes a
proposal for a wastewater treatment plant, the board may not deliver funds for the
wastewater treatment plant until the applicant has obtained a permit for the
construction and operation of the plant and approval of the plans and specifications
for the plant from the commission.

Sec. 17.279 [1-7297]. LIMITATION ON USE OF FUNDS. If there is insufficient
money available to fund all applications under this subchapter, the board shall give
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preference to applications for political subdivisions that the board finds cannot reasonably
finance the treatment works without assistance from the state.

[Son 17979. CONSTRUCTION CONTRACT REQUIREMENTS The governing body
01-eon poitcai EUD)i-,EIon receiving iinancja_ ageiRtnce r.m &no oara .na require inIIll contract for the Gntruction of troatmont 'orks:

(1) tht ach b-dd,4 uni,-h a bid guarantee equivalent to five percent of the bid

[(2 that each contratr awarded either A design/censtruct contract or c .onstruation
contrat furnish perform ance anlametbnds eah of whichshalinlud wiut
limittin guairantees th'at work done uder theconttwilbcoptdanpe

formd acordng o aprovd pansand specificationgs and in accordiance with sound
cntut principles and practices and eARsch of wh;;. albeixapnl u-o"o

Loss than 100 percent of the antract price and remain in effect for one year beyond the
date of approval by the engineer of h e poltcal subdi iion;"

[(3) that payment be made in partial payments as the work progresses;
[(4) that each partial payment shall not exceed 90 percent of the am unt due at the

time of the payment asl shown yteeniero the pro9ject but if the projecti
unstntially compiete, tef I percent retinage requirement may no reduced Dy tne

poi subdivison w.... ith approval of the development fund manager;
[(5) that Payment of the retiling rming due on completion of the controat shall

ba made nly after:

[(A) approval by the engineer for the politia l subdivision as required under. the

[(B) approval by the goveing body of the political subdivision by a resolution or
ether formal action; and

[(C cer.tifi.ation by the development fund manager in.accord.a with the rules
of the o-ard that the work to be done under the contract hs been completed and
performed in a satisfactory manner and in accordance with sound eniern
principles and practices; and

[()that no valid approval may be granted unless the work done under the contract
has been completed and performed in; a s atiS factory manner according to approved

plans and specifications.

[Soa. 17.20. FIL ING CONSTRUCTION CONTRACT. The political subdivision shall
file wi;th the bor ertified copy of each constuction contrsat it enters into for the
eonstruction of all or part of the treatmnt works. Each conrac shall cot"n or have,

attche toit the specifications, plans, and details of all work included in the contrat.
[Ste. 17.282. BO0A-RD INSPECTIO0N. (a) The beard may inspect the construction Of

treatament works at any timfe to- ssure that:-
[(14 the contractor is stwatially complying with the engineering plans of the

4treaetrksaumte when approval of the fasibility of the treastment worksQ

(2) the treatment ;works are being constructed in accordance with sound construc

[(h) Inspection of treatment works by the board does not subjeet the state to any-cvi

[Rea. 1722.O ALT ER ATION OF PL -ANS. After board approval of engineering plans, a
political subdivision may not make any substaintoil or ateral alteration in the plan
unless the bard auithorizes the salteration.

[See. 17.22 CERTIFICATE OF APPROVAL. The development fund manager may
cosde;he folowing as grounds for refusal to give a certificate of approval for any

CGnRJtr-etien ntriat
[(1) failure to aonstrunt the treatment works %ion
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gonst-ruat the works in accordance mith sound anaieeri ptnciles:

@eamlv.n. with an" term of the .ontract.
[Se. 17. 98d OTRAINING FIN A NCI.AL AIA S ASIST -ANCR .( ,.oarder tto ahtn fi ;n_

c;l assitnce unAdQr this subchapter, a politioal subdivision may authorize nd iu
revene bods fr th puroe of constructing treatment Works and sell such bonds to the

bo6 , ....h amounis L .ma bodt ;rmined by the governing body of the political
subdivision and approved by the board.

[(b) Notwithstanding the provisions of Article 1112, Revised Civil Statutes of Toxas,
195, as amended, or any Other ge or..pecil law or cb rter prosions to the
contrary, a politieal subdivision may authoriaze, issue, andseluc reveAnue bonds a
provided heroin aind create any encumbrance in cnnection therewith by a Majority veo of
the goveruing body of the political subdivision w'ithouat the necessity of any election.']

[Sections 17.280-17.770 reserved for expansion]

SUBCHAPTER G [H]. FINANCIAL ASSISTANCE FOR FLOOD CONTROL

Sec. 17.771. PURPOSE. The purpose of this subchapter is to provide for making
loans of flood control funds authorized by Article III, Section 49-d-2, of the Texas
Constitution, to political subdivisions of the state for the development of floodplain
management plans and for structural and nonstructural flood control projects.

Sec. 17.772. [DEFINIINS. In this subchapter . .

[(I) "Flood Pontro funds" means the proceeds from the sale of Texas Water
Development Ronds issued under the uthority of Article WI, Section 49-d-92, of the
Texas Cnstitution, and resered for flood pantrol purposes.

[(2) "Floodplain management plan"' meains a comprehensive plan for flood control
within a ;Natershed, based on analysis of alter ae p noN tw~!adrcual meansi

of reducing flood hazards, including assessments of costs, benefits, and enwironmena
effa t and may inalude Preliminary design of structural flood control projects.

[. "Nnst1t7.r7a flood Ontrol" includes such measures as:
[(A) aequisition of floodplain land for use as Public open space;
[(B) acquisition and emov.al o buildings latd in a flodplain ,, and
[(CQ relocation of residents of buildings remoeved froam a floodplain.

[(4) "Structursl flood oantrol" includes such masures as constiaction of starm
tar ptntion basins, enlargement of stream channels, and modification or reconstru

[(5) "Floodplain" means land subjet to inundation by the 100-year-frequency flood
[ "Contrution" moans any one or more of the following: preliminary planning

to deteran the f t 'o treatment works, engineering, ar.. hit.tural, legal, title,
fiscal, or economic investigations or studies, surveys, designs, plans, working drawin;
specifications, procedures, or other! nessary actions, the expense of any ondemntio
or other. legal proceeding, rection, building, aquisition, alteration, remodeling, i
provement, or extension of projects, or the inspectin or er on of any of the

(7 "Financ;al assistance" means any loan of flood control fuinds made to a political
subdiisin for structural or nonstructural flood control measures through teprhs

ofbnsor other obligations of the politicail subdivn.4
[See 37,772] FINANCIAL ASSISTANCE. The beard may use flood control funds to

provide financial assistance to political subdivisions for purposes of structural and
nonstructural flood control and the development of floodplain management plans.

Sec. 17.778 [17 774]. APPLICATION FOR ASSISTANCE. In an application to the
board for financial assistance for flood control purposes, the applicant shall include:

(1) the name of the political subdivision and its principal officers;
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(2) a citation of the law under which the political subdivision operates and was
created;

(3) a description of the flood control measures for which the financial assistance will
be used;

(4) the estimated total cost of the measures;
(5) the amount of state financial assistance requested;
(6) the method for obtaining the financial assistance, whether by purchase of bonds

or purchase of other obligations of the political subdivision;
(7) the plan for repaying the financial assistance; and
(8) any other information the board requires.

See. 17.774 [1-77-75]. CONSIDERATIONS IN PASSING ON APPLICATION. In
passing on an application from a political subdivision for financial assistance for flood
control purposes, the board shall consider:

(1) the needs of the area to be served by the project and the benefit of the project to
the area in relation to the needs of other areas requiring state assistance in any manner
and the benefits of those projects to the other areas;

(2) the availability of revenue to the political subdivision, from all sources, for the
ultimate repayment of the cost of the project, including interest;

(3) the capacity of the watershed to accommodate stormwater runoff;
(4) the impact of the project on watershed capacity along the entire watershed and

the degree to which that capacity was considered in planning the project;
(5) whether the project will increase or decrease the volume or rate of stormwater

runoff into any channel in the watershed;
(6) the effect of the project on surface water elevations within the watershed and

any downstream watershed;
(7) the relationship of the project to any floodplain management plan for the

watershed; and
(8) whether adequate consideration was given to the effects of the project with

regard to erosion and sediment control.
Sec. 17.775 [17=]. ACTION ON APPLICATION. (a) After an application is

received for financial assistance forflood control purposes, the executive administrator
[dl#.or] shall submit the application to the board together with comments and recom-
mendations of the development fund manager concerning the best method of making
financial assistance available.

(b) The board may grant the application in whole or part or may deny the application.
(c) The board has the sole responsibility and authority for selecting the political

subdivisions to whom financial assistance may be provided, the amount of any such
assistance, and in consultation with and pursuant to agreement with the political subdivi-
sion, the board shall determine the location, time, design, scope, and all other aspects of
the construction to be performed.

Sec. 17.776 [97-]. APPROVAL OF APPLICATION. The board by resolution may
approve an application if, after considering the factors listed in Section 17.774 [(77] of
this code and other relevant information, the board finds:

(1) that the public interest requires state participation in the project;
(2) that in its opinion the taxes or revenues pledged by the political subdivision will

be sufficient to meet all obligations assumed by the political subdivision;
(3) if the project would increase the volume or rate of stormwater runoff, that

adequate consideration was given to alternative approaches that would decrease or hold
constant the volume or rate of stormwater runoff;

(4) that the project proposed in the application will not increase the peak water
surface elevation of any portion of any stream within the watershed or within any
downstream watershed; and
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(5) that adequate consideration was given to the effects of the project with regard
to erosion and sediment control.
[Se. 17.77. METHOD OF FINANCIAL ASSISTANCE. The board may provide fA

nancia. ; ;assi,, c by using money ;n the flood eontrol acount to purchase bonds or. or
urities =-issued by the politial subdivision to finanee the project. The bord may

pur;hase bonds or sec u it that ,a secondary or! subordinaite to other bonds or
securities issued by the political subdivision to finalnc th sae rject[. -_ -h"smep

[See 17.779. BO ND MATURITY. The board may not purchase bonds or nth ......
ties ;,lhc;h ha.e a matority date mare tho 50 years from the date of issuance.

[Seac. 2770. INTEREST RATE. Bonds aind securities purcehased by the bosard with
money derived fro-m the sale of bonds issued under this chapter shall bear interest Atth
lending rae The lending rate shall be affected by the payment of premiums or the
dea-dution of diseounts as neeess-ry,

[Se. 17 .71 APPRQALI AND REGISTRATIGN The bosard shall net pur-,hase any
bond or ecuitie tha-hae not been approved by the attorney general and registered b~y

[See- 17.782. BONDS INCONTEST ABLE. The bonds or other securities issued by a
political subdivision aire valid, binding, and inots ablear

[(1) approval by the attorney general;
[(2) registration by the comptroller; and
[(3) purchase by and delivery to the board..

[See. 1"7.7. SECURIT FOR THE BONDS. (a) Bonds purchased by the board shall
be suppo.ed by taxes levied by the politial subd-diision for the pur.

[(b) The board sill establish conditions and requirements. it .onsiders to be consistent
with sound inmestment pratices aind in the public interet

[See. 17.78d. DEFAU LT. (a) in the event of a default ;I payment of the principa
or interest on bonds purc.hased by the board or any ather. default as defined in the
pro.eedings o indentures authorizing the issuane of the bonds, the attorney gener
-ha" intitute appropriate proceedings by mandamus or other legal re.me..dies to mp
the political subdivision or. its officers, agents, and employees to cureA the default by
pedoming tho duties which they are legally obligated to perform These proeedings
shall be brought and v.enue shall he in a district nour. of Travis County

[(b) The provisions of this section aire cumulative of any other Aghts r . remedies t
whieh the bondholders may be entitled.

[See. 17.785. SALE OF BONDS BY BOARD. (a) The board may sell or dispoe o
bonds purchasd .with oney in the flood control acount. The board may not sell the
bondsi for less than amorizod value and ocrued interest.

[(b) The board shall first a r the haeonds at their a rmoizd value plus accrued interest
to the ;sung politiol subdivis;on at least 30 days before the date of requesting

[(e) U the political subdivision fails to give notice to the board of ito desire to aquire
the bonds- or other obligatinsat aortartzd value and accraud iAnterea within the 30-day
period, then the board shall give notice of the sale of the bonds, reeeive competitive bids,
and conduct the siala o sh bonds,, ther obligations so purchased, nll in the manr
provided for the seof bonds, except the board- my m... any requirement for

[Se. 17.76. PROCEEDS FROM SALE. The proceeds fro-a the sale of political
subdivision bonds hold by the board shall be credited to the flood cantrol account, emcept
thsat acncrued interest shall be-rdtdt heitrs n sinking fund.

[Sec. 17.787. CONSTRU CTION CONTR ACT REQUIREMENTS. The governing body
of each Political subdivision receiving fin nail assistance from the b ord shall requir
aill contract othecntuto of a project:

[1) that each bidder furnish a bid guarantee equivalent to five perent of th bid
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[(2) that ah eentr -- er awarded A oanstruction contr ;a furnish performance and

[(A) the perform...nce hond shall in.lude without limitation guarantees that work
doneundethecontat will1 be comploted and performaed according to approved plans

and sp eificaionandiccracewt sound construction principles and practices;
and

(B) the performance and payment bonds shall be in a ponal sur of not losi; than
10 prcnt of the contract price and remain in Affoot for one year beyond the datoo

approval by the engineer of the political subdivisione
[(3) that paymenAt be made in partial paymanta, as the w-ork progresses;
[(4) that each partial payment shall not exceed 90 pereent of the aimount due ait the

time of the payment as shown by the engineer of the poetbUi the projecti
subtantiallyx complete, a partial release of the 10 percent retainage may be made by the
political subdivision wvith approval of the executive director;

[(5) that payment of the retainhge remainng due upon completion of the contrat
shall be made only after:

[(A) approval by the engineer for the political subdivision as required under the

[(B) approval by the governing body of the political subdivision by a resolution or
other form.al action; and

[(C) certification by the executive director in a;, ordance with the rules of the
board that the work to e done under the contra his e n pleted and performed
n a satisfactery manner and in accordace with sound engineering princ iples and

[(6) that no valid approval may be granted unless the wvork done under the contract
has be.en completed and performed in a satisfatory manner acording to approved
plans and peeifieations.
[Se. 17 78 F1LING CONSTRUCTION CONTRACT. The political subdivision shall

file wi~th t~he department a certified copy of each construction contract it enters nt for
the nonstdruction of all or part of a proje-t. Ruh contract shal1 ntain or have atachdL
to it the specifications, plans, and details- of all work included in the contra.

[See, 17.789. INSPECTION OF PR OJECTS. (a) The department may inspect the
cnstructio-n of a project at any time to aissure that:

[(1) the contractor is su bstantially complying with the engineering plans of the
project as submi.t; when approval of the feasibility o, the project was sought; and

[(2) the contractor is co.nstru cting the project in aordan c with .und engineering

[(b) in ... j;ct by the; . deprten does noto.,,,. suje the. stt t, a o o+ , any aivil

[Sea. 17.790. ALTERATION OF PLANS. After the executive direetor approves ofengineering plans, a politicsal ,ubdivison may niot make any substantial or material
lteration in the plans Unless the executive director authorizes the alteration in ancr

anse wi'th rule of the board.
[See. 17.791. CERTIFICATE OF APPROVAL. The executive director may consider

t folo1-.ing as grounds for refusal to give a eertifigate of approval for any onstruction

[(1) failure to construc-t the project according to approved plans;
[(2) failure to construct the Avorks in sacordsae with wound engineering principles;

[(3) failure to o.. .. with any torm of the contract.]

SECTION 2. Section, 1.102, Water Code, as amended, is amended to read as follows:
Sec. 15.102. FINANC iAL ASSISTANCE. (a) The loan fund may be used by the

board to provide loans of f nancial assistance to political subdivisions for the construction,
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acquisition, improvement, or enlargement of projects involving water conservation, water
development, or water quality enhancement, providing nonstructural and structural flood
control, drainage, project recreation lands and revenue-generating recreational improve-
ments, or subsidence control within any watershed, or providing recharge, chloride
control, or desalinization as provided by legislative appropriations, this chapter, and the
board rules.

(b) The loan fund may also be used by the board to provide grants for projects that
include supplying water and wastewater services in economically distressed areas,
including projects involving retail distribution of those services.

SECTION 3. Subsection (a), Section 15.103, Water Code, as amended, is amended to
read as follows:

(a) In an application to the board for [a loan- ef] financial assistance from the loan
fund, the applicant shall include:

(1) the name of the political subdivision and its principal officers;
(2) a citation of the law under which the political subdivision operates and was

created;
(3) the total cost of the project;
(4) the amount of state financial assistance requested;
(5) the plan for repaying the total cost of the project; and
(6) any other information the board requires in order to perform its duties and to

protect the public interest.
SECTION 4. Section 15.104, Water Code, as amended, is amended to read as follows:
Sec. 15.104. FINDINGS REGARDING PERMITS [CERTIFICATE OF COMMISSION

OR APPROVAL BY COMMISSION]. (a) The board shall not deliver funds pursuant to
an application for [&-o!e"wAn- financial assistance from the loan fund until the executive
administrator makes a written finding [political ubdivifion has furnished the board
.... ut adopted., by the om.m.e'on ceaifying]:

(1) that an applicant proposing surface-water development has the necessary water
right authorizing it to appropriate and use the water that the project will provide; or

(2) that an applicant proposing underground water development has the right to use
water that the project will provide.
(b) If an applicant includes a proposal for a waste water treatment plant, the board

may not deliver funds for the waste water treatment plant until the applicant has received
a permit for construction and operation of the waste water treatment plant and approval
of the plans and specifications from the commission.

SECTION 5. Section 15.105, Water Code, as amended, is amended to read as follows:
Sec. 15.105. CONSIDERATIONS IN PASSING ON APPLICATION. In passing on

an application from a political subdivision for [a-loan-el] financial assistance from the loan
fund, the board shall consider but is not limited to:

(1) the needs of the area to be served by the project and the benefit of the project to
the area in relation to the needs of other areas requiring state assistance in any manner
and the benefits of those projects to the other areas;

(2) the availability of revenue to the political subdivision from all sources for the
ultimate repayment of the cost of the project, including all interest;

(3) the relationship of the project to overall statewide needs; [ad]
(4) the ability of the applicant to finance the project without state assistance; and
(5) for applications for grants for economically distressed areas, the regulatory

efforts by the county in which the project is located to control the construction of
subdivisions that lack basic utility services.
SECTION 6. Subsection (a), Section 15.107, Water Code, as amended, is amended to

read as follows:
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(a) The board may make [loas- o financial assistance available to successful appli-
cants in any manner that it considers economically feasible including:

(1) contracts or agreements with a political subdivision for the payment of the
principal of or interest on or both the principal of and interest on bonds or other
obligations issued or to be issued by the political subdivision;

(2) contracts or agreements with a political subdivision for the purpose of providing
the political subdivision's share of any cost-sharing required as a participant in or local
sponsor of any federal project; or

(3) purchase of the bonds or other obligations of a political subdivision for the
purpose of completely or partially financing the project for which the application is
being submitted.
SECTION 7. Chapter 15, Water Code, as amended, is amended by adding Section

15.116 to read as follows:
Sec. 15.116. SALE OF BONDS BY THE BOARD. The board may sell or dispose of

bonds or other obligations purchased with money in the water loan assistance fund.
SECTION 8. Subsection (c), Section 15.211, Water Code, is amended to read as

follows:
(c) Fees collected under this section shall be deposited in a special reserve fund

created in the state treasury for the purpose of paying amounts on default or impending
default of any bonds without resorting to the general credit of the state. The board may
invest any money credited to the reserve fund in:

(1) direct obligations of the United States;
(2) other obligations unconditionally guaranteed by the United States;
(8) obligations of the State of Texas; and
(4) obligations of counties, cities, and other political subdivisions of any state of

the United States, except bonds issued by a political subdivision to finance a project
or treatment works described in this chapter.
SECTION 9. Section 16.001, Water Code, as amended, is amended to read as follows:
Sec. 16.001. DEFINITIONS. In this chapter:

(1) "Board" means the Texas Water Development Board.
(2) "Commission" means the Texas Water Commission.
(3) "Chairman" means the chairman of the Texas Water Development Board.
(4) "Executive director" means the executive director of the Texas Water Commis-

sion.
(5) "Executive administrator" means the executive administrator of the Texas

Water Development Board.
(6) "Development fund manager" means the development fund manager of the

Texas Water Development Board.
(7) "Political subdivision" means a county, city, or other body politic or corporate of

the state, including any district or authority created under Article III, Section 52 or
Article XVI, Section 59 of the Texas Constitution and including any interstate compact
commission to which the state is a party and any nonprofit water supply corporation
created and operating under Chapter 76, Acts of the 43rd Legislature, 1st Called
Session, 1933 (Article 1434a, Vernon's Texas Civil Statutes).

(8) ["Project" or "facility" means hn engnerig undertaking or "xork to eonsreme,
develop, store, transport, and treat ur-.a, o-a or suhs face water resources .of , tet,
including the control, storage, and preservation of i storm watera.nd floodater land
the watr. of it ri er and stem fo al .u ,fu and l purposes by the
aqisition.., .mrove nt, extension, or .nstruction of dams, reservoir-, and other.

ero torage proj',t, including underground torage preojoct, filtration and water
treatment plants ineluding any systenm neeessar-y to transpor!t waterP fvrm storge to
points of distribution, or from storage to filtration And treatment plants, including
facilities for. transporting water there-fro towholtoo- l purchasers, by the aoquisition,
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by purchase of rghts in underground water, by the drilling of wells, or. for any one or
moare of these purposes er methods. "Project" or "facility" also includes:

[(A) any doviae or system used in the storage, treatment, reycling, and reclaa
tion of w 'As'Ate or the reycling and reuse of water, including an intercepting sewer,
outfsll ewer, pumping power, and other equipment, and its appurtenances;

[(B) an extension, remodeling, or alteration of or improvement or addition to an
item liSted in Paragraph (A) of this subdivision;

[(C) an element essntial to provide a relia bhe roeyeled supply 9i water., such s a
standby treatment unit or clar well facility;

[(D) any work, including a site for A work and the land Required to be a part of
th work or ued i on with. t.trant pd for ultia
disposal of residues resulting from that tr-eatment;

[(E) any plant, disposal field, lagoon, eanal, incinerator area2 devoted to sanitar'
landfills, or other facility installed to treat, neutralize, or stabilize waste;

[(F) a facility to provide for the collection, control, and disposal of waste heat; and
[(G) public recreational land and revenue-generating recreational improvements

for the efficient public enjoyment of pro9jects.
[()"Project" mas

[(A) any engineering undertaking or work to conser.e and develop surie or.
subsurface water. reso ure of the state, in.luding the control, storage, and preser. .
tion of -" stormwter... at fodar and the w.ater. of its river d .tream for all
useful and lawful pupposes by the aequisition, improvement, extension, or Geoni
tien of dams, reservoirs, and other water storage projects, including undergroun
storage projects, filtration and wAater treatment plants including any system nRes
sari' to transport water from storage to points of distribution, or from storaget
filtration sand treaitment plants, including facilities for transporting water therefrom

to wolealepurchasers, by the aequisition, by purchase of rights in undergroun
water, by the drilling of wells, or for an" one or more of these purposes or method s

[(B) any engineering undertaking or work outside the state to provide for the
maintenmance andehncmn of the quality of water by eliminating saline info
through well pumping and deep well injection 9f brine
[(4)] "Bonds" means all Texas Water Development Bonds now or hereafter autho-

rized by the Texas Constitution.
(.9) [ ] "Waste" has the same meaning as provided in Section 26.001 of this code.

(10) [(W--] "Water development bonds" means the Texas Water Development Bonds
authorized by Article 111, Sections 49-c and 49-d, of the Texas Constitution and bonds
dedicated to use for the purposes of those sections under Article III, Section 49-d-2, of
the Texas Constitution.

('11) [(12) "Lending rate" means an amount of intereast calculatod when one -half of
one percent is -dded to the weighted average not effective Inter rate n t._&he thre
monst recent issues of bonds; issued under this chapter.

[(13) "Not effective interest rate" means the rate ofitrsoputed by dividing
the totalva o l lineretoupons attahed to the bends included i niseise
under this chapter, aftr deducting all preim and adding all discounts involved, by
the total number of years froma the date of issuaince to the dInto of maturity of ach
bond inldd in the issue

[(4]"State facility" means a project in which the board has acquired an ownership
interest.

(12) ["15] "Acquisition of a state facility" means the act or series of actions by the
board in making payment for a state facility.
SECTION 10. Sections 16.131 and 16.136, Water Code, are amended to read as

follows:
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Sec. 16.131. AUTHORIZED PROJECTS. The board may use the state participation
account of the development fund to encourage optimum regional development of [fo]
projects including the design, acquisition, lease, construction, reconstruction, develop-
ment, or enlargement in whole or part of:

(1) reservoirs and storm water retention basins for water supply, flood protec-
tion, and groundwater recharge;

(2) facilities for the transmission and treatment of water; and
(S) treatment works as defined by Section 17.001 of this code [any-. exiting- o

Sec. 16.136. FACILITIES WANTED BY POLITICAL SUBDIVISION. The b.sird
may [Wwl", t] acquire up to 50 percent of any authorized facility to the extent that the
board finds that the political subdivision:

(1) is willing and reasonably able to finance at least 50 percent of the cost [the
acquisition] of the facility;

(2) has obtained all [qualified by obtaning the] necessary permits; [permiti a ]
(3) has proposals that are consistent with the objectives of the state water plan; and
(4) has a program of water conservation for the more efficient use of water as

required by Section 15.106 of this code.
SECTION 11. The provisions of Subchapter H, Chapter 17, Water Code, as adopted by

this Act are cumulative of all other law on the subject, but are wholly sufficient authority
for the issuance of the revenue bonds that are authorized and the performance of the
other acts and procedures authorized by that subchapter, without reference to any other
law or any restrictions or limitations contained in any other law, except as specifically
provided by this Act. When revenue bonds are issued under Subchapter H, Chapter 17,
Water Code, then to the extent of any conflict or inconsistency between any provisions of
that subchapter and any provisions of any other law, the provisions of that subchapter
prevail and control. The TexaR Water Development Board may use the provisions of this
Act to the extent convenient or necessary to carry out any power or authority, express or
implied, granted by this Act.

SECTION 12. This Act takes effect September 1, 1987.
SECTION 13. The importance of this legislation and the crowded condition of the

calendars in both houses create an emergency and an imperative public necessity that the
constitutional rule requiring bills to be read on three several days in each house be
suspended, and this rule is hereby suspended.

Passed the Senate on April 2, 1987, by the following vote: Yeas 31, Nays 0; 6nd that
the Senate concurred In House amendment on May 21, 1987, by a viva-vore vote.
Passed the House, with amendment, on May 15, 1987, by a non-reccd vote.

Approved June 20, 1987.
Effective Sept. 1, 1987.

CHAPTER 1104

S.B. No. 601
AN ACT

relating to the minimum wage.

Be it enacted by the Legislature of the State of Texas:
SECTION 1. Section 2, Texas Minimum Wage Act of 1970, as amended (Article 5159d,

Vernon's Texas Civil Statutes), is amended to read as follows:
Sec. 2. SHORT TITLE. This Act may be cited as the Texas Minimum Wage Act [of

137].
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